
Index
Numerics
2-percent rule

advisory about, 218

applying to interest rates, 177

3.000 interest rate, remaining 

balance table for, 236

3.250 interest rate, remaining 

balance table for, 236

3.500 interest rate, remaining 

balance table for, 237

3.750 interest rate, remaining 

balance table for, 237

4.000 interest rate, remaining 

balance table for, 238

4.250 interest rate, remaining 

balance table for, 238

4.500 interest rate, remaining 

balance table for, 239

4.750 interest rate, remaining 

balance table for, 239

5.000 interest rate, remaining 

balance table for, 240

5.250 interest rate, remaining 

balance table for, 240

5.500 interest rate, remaining 

balance table for, 241

5.750 interest rate, remaining 

balance table for, 241

5-year loan

at 3.000 interest rate, 236

at 3.250 interest rate, 236

at 3.500 interest rate, 237

at 3.750 interest rate, 237

at 4.000 interest rate, 238

at 4.250 interest rate, 238

at 4.500 interest rate, 239

at 4.750 interest rate, 239

at 5.000 interest rate, 240

at 5.250 interest rate, 240

at 5.500 interest rate, 241

at 5.750 interest rate, 241

at 6.000 interest rate, 242

at 6.250 interest rate, 242

at 6.500 interest rate, 243

at 6.750 interest rate, 243

at 7.000 interest rate, 244

at 7.250 interest rate, 244

at 7.500 interest rate, 245

at 7.750 interest rate, 245

at 8.000 interest rate, 246

at 8.250 interest rate, 246

at 8.500 interest rate, 247

at 8.750 interest rate, 247

at 9.000 interest rate, 248

at 9.250 interest rate, 248

at 9.500 interest rate, 249

at 9.750 interest rate, 249

at 10.000 interest rate, 250

at 10.250 interest rate, 250

at 10.500 interest rate, 251

at 10.750 interest rate, 251

at 11.000 interest rate, 252

at 11.250 interest rate, 252

at 11.500 interest rate, 253

at 11.750 interest rate, 253

at 12.000 interest rate, 254

at 12.250 interest rate, 254

at 12.500 interest rate, 255

at 12.750 interest rate, 255

at 13.000 interest rate, 256

at 13.250 interest rate, 256

at 13.500 interest rate, 257

at 13.750 interest rate, 257

at 14.000 interest rate, 258

at 14.250 interest rate, 258

at 14.500 interest rate, 259

at 14.750 interest rate, 259

at 15.000 interest rate, 260

amortizing, 230–233

6.000 interest rate, remaining 

balance table for, 242
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6.250 interest rate, remaining

 balance table for, 242

6.500 interest rate, remaining

 balance table for, 243

6.750 interest rate, remaining 

balance table for, 243

7.000 interest rate, remaining 

balance table for, 244

7/23 loan, defi ned, 94

7.250 interest rate, remaining 

balance table for, 244

7.500 interest rate, remaining

 balance table for, 245

7.750 interest rate, remaining

 balance table for, 245

7-year loan

at 3.000 interest rate, 236

at 3.250 interest rate, 236

at 3.500 interest rate, 237

at 3.750 interest rate, 237

at 4.000 interest rate, 238

at 4.250 interest rate, 238

at 4.500 interest rate, 239

at 4.750 interest rate, 239

at 5.000 interest rate, 240

at 5.250 interest rate, 240

at 5.500 interest rate, 241

at 5.750 interest rate, 241

at 6.000 interest rate, 242

at 6.250 interest rate, 242

at 6.500 interest rate, 243

at 6.750 interest rate, 243

at 7.000 interest rate, 244

at 7.250 interest rate, 244

at 7.500 interest rate, 245

at 7.750 interest rate, 245

at 8.000 interest rate, 246

at 8.250 interest rate, 246

at 8.500 interest rate, 247

at 8.750 interest rate, 247

at 9.000 interest rate, 248

at 9.250 interest rate, 248

at 9.500 interest rate, 249

at 9.750 interest rate, 249

at 10.000 interest rate, 250

at 10.250 interest rate, 250

at 10.500 interest rate, 251

at 10.750 interest rate, 251

at 11.000 interest rate, 252

at 11.250 interest rate, 252

at 11.500 interest rate, 253

at 11.750 interest rate, 253

at 12.000 interest rate, 254

at 12.250 interest rate, 254

at 12.500 interest rate, 255

at 12.750 interest rate, 255

at 13.000 interest rate, 256

at 13.250 interest rate, 256

at 13.500 interest rate, 257

at 13.750 interest rate, 257

at 14.000 interest rate, 258

at 14.250 interest rate, 258

at 14.500 interest rate, 259

at 14.750 interest rate, 259

at 15.000 interest rate, 260

amortizing, 230–233

8.000 interest rate, remaining 

balance table for, 246

8.250 interest rate, remaining 

balance table for, 246

8.500 interest rate, remaining 

balance table for, 247

8.750 interest rate, remaining 

balance table for, 247

9.000 interest rate, remaining 

balance table for, 248

9.250 interest rate, remaining 

balance table for, 248

9.500 interest rate, remaining 

balance table for, 249

9.750 interest rate, remaining 

balance table for, 249

10.000 interest rate, remaining 

balance table for, 250

10.250 interest rate, remaining balance 

table for, 250

10.500 interest rate, remaining balance 

table for, 251

10.750 interest rate, remaining balance 

table for, 251

10-year loan

at 3.000 interest rate, 236

at 3.250 interest rate, 236

at 3.500 interest rate, 237
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at 3.750 interest rate, 237

at 4.000 interest rate, 238

at 4.250 interest rate, 238

at 4.500 interest rate, 239

at 4.750 interest rate, 239

at 5.000 interest rate, 240

at 5.250 interest rate, 240

at 5.500 interest rate, 241

at 5.750 interest rate, 241

at 6.000 interest rate, 242

at 6.250 interest rate, 242

at 6.500 interest rate, 243

at 6.750 interest rate, 243

at 7.000 interest rate, 244

at 7.250 interest rate, 244

at 7.500 interest rate, 245

at 7.750 interest rate, 245

at 8.000 interest rate, 246

at 8.250 interest rate, 246

at 8.500 interest rate, 247

at 8.750 interest rate, 247

at 9.000 interest rate, 248

at 9.250 interest rate, 248

at 9.500 interest rate, 249

at 9.750 interest rate, 249

at 10.000 interest rate, 250

at 10.250 interest rate, 250

at 10.500 interest rate, 251

at 10.750 interest rate, 251

at 11.000 interest rate, 252

at 11.250 interest rate, 252

at 11.500 interest rate, 253

at 11.750 interest rate, 253

at 12.000 interest rate, 254

at 12.250 interest rate, 254

at 12.500 interest rate, 255

at 12.750 interest rate, 255

at 13.000 interest rate, 256

at 13.250 interest rate, 256

at 13.500 interest rate, 257

at 13.750 interest rate, 257

at 14.000 interest rate, 258

at 14.250 interest rate, 258

at 14.500 interest rate, 259

at 14.750 interest rate, 259

at 15.000 interest rate, 260

amortizing, 230–233

11.000 interest rate, remaining balance 

table for, 252

11.250 interest rate, remaining balance 

table for, 252

11.500 interest rate, remaining balance 

table for, 253

11.750 interest rate, remaining balance 

table for, 253

11th District Cost of Funds Index (COFI), 

89–90, 266

12.000 interest rate, remaining balance 

table for, 254

12.250 interest rate, remaining balance 

table for, 254

12.500 interest rate, remaining balance 

table for, 255

12.750 interest rate, remaining balance 

table for, 255

13.000 interest rate, remaining balance 

table for, 256

13.250 interest rate, remaining balance 

table for, 256

13.500 interest rate, remaining balance 

table for, 257

13.750 interest rate, remaining balance 

table for, 257

14.000 interest rate, remaining balance 

table for, 258

14.250 interest rate, remaining balance 

table for, 258

14.500 interest rate, remaining balance 

table for, 259

14.750 interest rate, remaining balance 

table for, 259

15.00 interest rate, remaining balance table 

for, 260

15-year loan

at 3.000 interest rate, 236

at 3.250 interest rate, 236

at 3.500 interest rate, 237

at 3.750 interest rate, 237

at 4.000 interest rate, 238

at 4.250 interest rate, 238

at 4.500 interest rate, 239

at 4.750 interest rate, 239

at 5.000 interest rate, 240

at 5.250 interest rate, 240
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15-year loan (continued) 

at 5.500 interest rate, 241

at 5.750 interest rate, 241

at 6.000 interest rate, 242

at 6.250 interest rate, 242

at 6.500 interest rate, 243

at 6.750 interest rate, 243

at 7.000 interest rate, 244

at 7.250 interest rate, 244

at 7.500 interest rate, 245

at 7.750 interest rate, 245

at 8.000 interest rate, 246

at 8.250 interest rate, 246

at 8.500 interest rate, 247

at 8.750 interest rate, 247

at 9.000 interest rate, 248

at 9.250 interest rate, 248

at 9.500 interest rate, 249

at 9.750 interest rate, 249

at 10.000 interest rate, 250

at 10.250 interest rate, 250

at 10.500 interest rate, 251

at 10.750 interest rate, 251

at 11.000 interest rate, 252

at 11.250 interest rate, 252

at 11.500 interest rate, 253

at 11.750 interest rate, 253

at 12.000 interest rate, 254

at 12.250 interest rate, 254

at 12.500 interest rate, 255

at 12.750 interest rate, 255

at 13.000 interest rate, 256

at 13.250 interest rate, 256

at 13.500 interest rate, 257

at 13.750 interest rate, 257

at 14.000 interest rate, 258

at 14.250 interest rate, 258

at 14.500 interest rate, 259

at 14.750 interest rate, 259

at 15.000 interest rate, 260

versus 30-year loan, 95–97

amortizing, 230–233

20-year loan

at 3.000 interest rate, 236

at 3.250 interest rate, 236

at 3.500 interest rate, 237

at 3.750 interest rate, 237

at 4.000 interest rate, 238

at 4.250 interest rate, 238

at 4.500 interest rate, 239

at 4.750 interest rate, 239

at 5.000 interest rate, 240

at 5.250 interest rate, 240

at 5.500 interest rate, 241

at 5.750 interest rate, 241

at 6.000 interest rate, 242

at 6.250 interest rate, 242

at 6.500 interest rate, 243

at 6.750 interest rate, 243

at 7.000 interest rate, 244

at 7.250 interest rate, 244

at 7.500 interest rate, 245

at 7.750 interest rate, 245

at 8.000 interest rate, 246

at 8.250 interest rate, 246

at 8.500 interest rate, 247

at 8.750 interest rate, 247

at 9.000 interest rate, 248

at 9.250 interest rate, 248

at 9.500 interest rate, 249

at 9.750 interest rate, 249

at 10.000 interest rate, 250

at 10.250 interest rate, 250

at 10.500 interest rate, 251

at 10.750 interest rate, 251

at 11.000 interest rate, 252

at 11.250 interest rate, 252

at 11.500 interest rate, 253

at 11.750 interest rate, 253

at 12.000 interest rate, 254

at 12.250 interest rate, 254

at 12.500 interest rate, 255

at 12.750 interest rate, 255

at 13.000 interest rate, 256

at 13.250 interest rate, 256

at 13.500 interest rate, 257

at 13.750 interest rate, 257

at 14.000 interest rate, 258

at 14.250 interest rate, 258

at 14.500 interest rate, 259

at 14.750 interest rate, 259

at 15.000 interest rate, 260

amortizing, 230–233
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25-year loan

at 3.000 interest rate, 236

at 3.250 interest rate, 236

at 3.500 interest rate, 237

at 3.750 interest rate, 237

at 4.000 interest rate, 238

at 4.250 interest rate, 238

at 4.500 interest rate, 239

at 4.750 interest rate, 239

at 5.000 interest rate, 240

at 5.250 interest rate, 240

at 5.500 interest rate, 241

at 5.750 interest rate, 241

at 6.000 interest rate, 242

at 6.250 interest rate, 242

at 6.500 interest rate, 243

at 6.750 interest rate, 243

at 7.000 interest rate, 244

at 7.250 interest rate, 244

at 7.500 interest rate, 245

at 7.750 interest rate, 245

at 8.000 interest rate, 246

at 8.250 interest rate, 246

at 8.500 interest rate, 247

at 8.750 interest rate, 247

at 9.000 interest rate, 248

at 9.250 interest rate, 248

at 9.500 interest rate, 249

at 9.750 interest rate, 249

at 10.000 interest rate, 250

at 10.250 interest rate, 250

at 10.500 interest rate, 251

at 10.750 interest rate, 251

at 11.000 interest rate, 252

at 11.250 interest rate, 252

at 11.500 interest rate, 253

at 11.750 interest rate, 253

at 12.000 interest rate, 254

at 12.250 interest rate, 254

at 12.500 interest rate, 255

at 12.750 interest rate, 255

at 13.000 interest rate, 256

at 13.250 interest rate, 256

at 13.500 interest rate, 257

at 13.750 interest rate, 257

at 14.000 interest rate, 258

at 14.250 interest rate, 258

at 14.500 interest rate, 259

at 14.750 interest rate, 259

at 15.000 interest rate, 260

amortizing, 230–233

30-year loan

at 3.000 interest rate, 236

at 3.250 interest rate, 236

at 3.500 interest rate, 237

at 3.750 interest rate, 237

at 4.000 interest rate, 237

at 4.250 interest rate, 237

at 4.500 interest rate, 239

at 4.750 interest rate, 239

at 5.000 interest rate, 240

at 5.250 interest rate, 240

at 5.500 interest rate, 241

at 5.750 interest rate, 241

at 6.000 interest rate, 242

at 6.250 interest rate, 242

at 6.500 interest rate, 243

at 6.750 interest rate, 243

at 7.000 interest rate, 244

at 7.250 interest rate, 244

at 7.500 interest rate, 245

at 7.750 interest rate, 245

at 8.000 interest rate, 246

at 8.250 interest rate, 246

at 8.500 interest rate, 247

at 8.750 interest rate, 247

at 9.000 interest rate, 248

at 9.250 interest rate, 248

at 9.500 interest rate, 249

at 9.750 interest rate, 249

at 10.000 interest rate, 250

at 10.250 interest rate, 250

at 10.500 interest rate, 251

at 10.750 interest rate, 251

at 11.000 interest rate, 252

at 11.250 interest rate, 252

at 11.500 interest rate, 253

at 11.750 interest rate, 253

at 12.000 interest rate, 254

at 12.250 interest rate, 254

at 12.500 interest rate, 255

at 12.750 interest rate, 255
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30-year loan (continued)

at 13.000 interest rate, 256

at 13.250 interest rate, 256

at 13.500 interest rate, 257

at 13.750 interest rate, 257

at 14.000 interest rate, 258

versus 15-year loan, 95–97

amortizing, 230–233

80-10-10 fi nancing, using, 84, 109–112. See 
also mortgages

80-15-5 fi nancing, using, 110

100-percent HELOC (home equity line of 

credit). See also home equity loans

avoiding, 216

consequences of, 104

300–850 FICO scores, 36

401(k) and 403(b) plans, contributing to, 97

• A •
A paper lender, defi ned, 43

AARP Web site, 203–204

acceleration clause, defi ned, 261

acknowledgment and agreement, signing 

on Form 1003, 169

The Act, passage of, 71, 73

adjustable loan, explanation of, 70–71

adjustable-rate mortgages (ARMs). See 
also fi xed-rate mortgages (FRMs); 

mortgages; negative amortization

adding margins for, 90–91

adjusting interest rates for, 91–92

assumable, 262

caps on, 83, 92, 147, 183–184

considering, 82–84, 87

defi ned, 70, 261

determining interest rates for, 87–91

versus FRMs, 215–216

hybrid loans, 94

interest rates of, 97–98

interview worksheet, 151–155

lifetime caps for, 184

negative amortization of, 92–93

rate caps for, 91–92

replacing with FRMs, 182

adjusted gross income, defi ned, 25

adjustment frequency, defi ned, 261

adjustment period, defi ned, 261

agents. See real estate agents

amortization. See also mortgage payments; 

negative amortization; remaining 

balance tables

defi ned, 67, 95, 108, 229, 261

impact over time, 147

negative, 71

table, 230–233

AMT (Alternative Minimum Tax), 

paying, 223

annuity, defi ned, 262

application fees, paying, 145

application risk scores, use of, 50

applications. See mortgage applications

appraisals

costs of, 145

defi ned, 262

low evaluation of, 43–46

obtaining copies from lenders, 46

receiving copies of, 171–172

appreciation, defi ned, 262

APR (Annual Percentage Rate)

calculation of, 144

defi ned, 262

ARM indexes

CDs (certifi cates of deposit), 89

COFI (11th District Cost 

of Funds Index), 89

LIBOR (London Interbank Offered Rate 

Index), 89–90

T-bills, 88

treasury bills (T-bills), 88

ARMs (adjustable-rate mortgages). See 
also FRMs (fi xed-rate mortgages); 

mortgages; negative amortization 

adding margins for, 90–91

adjusting interest rates for, 91–92

assumable, 262

caps on, 83, 92, 147, 183–184

considering, 82–84, 87

defi ned, 70, 261

determining interest rates for, 87–91

versus FRMs, 215–216

hybrid loans, 94
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interest rates of, 97–98

interview worksheet, 151–155

lifetime caps for, 184

negative amortization of, 92–93

rate caps for, 91–92

replacing with FRMs, 182

assessed value, defi ned, 262

assets

including on Form 1003, 166–167

tapping to avoid foreclosure, 209

assumability

of ARM (adjustable-rate mortgages), 154

of FRMs (fi xed-rate mortgages), 149

assumable mortgage, defi ned, 262

attorney fees, budgeting for, 17

• B •
B paper lender, defi ned, 42–43

balloon loans

80-10-10 fi nancing, 109–112

avoiding, 124

bridge, 113–114

construction, 114–115

defi ned, 109, 262

Bank Rate Web site, 138

bank statements, requirement for 

applications, 157

bankruptcy, considering, 210

behavior scores, use of, 50

bonds, yields of, 193

borrower information, including on Form 

1003, 162–163

borrower problems, overcoming, 128

borrowers

behaviors of, 13

fi nding, 42

borrower’s remorse, overcoming, 187–189

borrowing activities, evaluation of, 50

borrowing versus fi nancial situation, 10. 

See also loans

bridge loans

defi ned, 262–263

using, 113–114

brokers. See mortgage brokers

budget, sticking to, 37

bullet loan, defi ned, 109

buyers, competing with, 30. See also fi rst-

time buyers

• C •
California real estate market, resource for, 

138

caps

applying to ARMs, 83, 183–184

defi ned, 263

cash. See also saving money

accepting from relatives, 162

gaining from equity, 176

pulling out of property, 185

cash gifts, accepting toward down 

payments, 37–38

cash reserves

defi ned, 263

requirement by underwriters, 35

cash-out refi s, getting, 184–186

CDs (certifi cates of deposit)

defi ned, 263

as indexes of ARMs, 89

closing costs

budgeting for, 16–17

defi ned, 263

co-borrower, seeking, 43

COFI (11th District Cost of Funds Index), 

89–90, 266

collection items, including in FICO score, 

51, 54–55

Combined Monthly Housing Expense, 

including on Form 1003, 165

commissions, of mortgage brokers, 124

condo association documentation, 

requirement for applications, 157

condominiums

buying, 106

versus co-ops, 264

defi ned, 263

conforming loans

defi ned, 264

versus jumbo loans, 73–74, 84

construction loans, using, 114–115

consumer debt, purging, 22
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consumer interest, defi ned, 103

contingencies, defi ned, 264

conventional loan, defi ned, 71

convertible adjustable-rate mortgage, 

defi ned, 264

co-op loans, legal structure of, 106

co-ops

buying and selling, 107

versus condominiums, 264

defi ned, 264

getting loans for, 108

power of board of directors, 107

problems with, 47

cosigner, defi ned, 264

counseling agencies, online resource for, 

136

credit (new), impact on FICO score, 57–58

credit blemishes

disclosing, 42–43

removing, 44

credit bureau scores, use of, 50

credit card debt

consolidating, 105

paying off, 166

credit history, impact on FICO score, 56–57

credit in use, impact on FICO score, 58

credit inquiries, impact on FICO score, 

59–60

credit limits, outstanding balances 

against, 36

credit line, defi ned, 264

credit reports

checking, 51–52

contents of, 51

costs of, 50, 145

defi ned, 264

evaluation of, 50

impact of foreclosure on, 210–211

inquiries made on, 51

obtaining copies of, 44

online resource, 136

requests by loan processors, 31

credit risk

evaluation of, 50

increasing, 59

credit scores

calculation of, 52

components of, 54

factors related to, 35–36

improving, 52

credit trouble, warning signs of, 105

creditors, repaying, 54–55

creditworthiness, analyzing, 31–35

customer risk scores, use of, 50

• D •
Deadlinenews.com, 138

debt consolidation loans. See home equity 

loans

debts

consideration by lenders, 13

consolidating with home equity loans, 105

excess of, 40–41

impact on FICO score, 55–58

purging, 22

reviewing, 208

debt-to-income ratio

defi ned, 264

evaluation by underwriters, 33

declarations, including on Form 1003, 

168–169

declarations pages, requirement for 

applications, 31–32, 157

deed in lieu of foreclosure, defi ned, 59, 265

deeds of trust. See also loans; mortgages

features of, 69–70, 47, 265

versus mortgages and loans, 70

default, defi ned, 265

delinquent accounts. See also late 

payments

age of, 36

defi ned, 265

depreciation, defi ned, 265

details of transaction, including on Form 

1003, 168

discrimination, fi ling complaint about, 172

divorce decree, requirement for 

applications, 157

documents, requirements for applications, 

157–159
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down payments

for ARMs (adjustable-rate mortgages), 

154

defi ned, 265

for fi xed-rate mortgages, 149

impact on LTV (loan-to-value) ratio, 33

increasing, 42

making decisions about, 24–25

saving for, 23

saving money for, 43

sources of money for, 37–40

due-on-sale clause, defi ned, 265

• E •
earthquake insurance, defi ned, 265. 

See also insurance

Economic Stimulus Act of 2008, 71, 73

education, including on Form 1003, 162

80-15-5 fi nancing, using, 110

80-10-10 fi nancing, using, 84,109–112. See 
also mortgages

11th District Cost of Funds Index (COFI), 

89–90, 266

E-Loan Web site, 138–139

employment information, providing on 

Form 1003, 163–164

encumbrance, defi ned, 266

Equal Credit Opportunity Act, 172

Equifax, obtaining credit reports from, 44

equity

defi ned, 99–100, 266

using, 176

equity sharing, 39

escrow

budgeting for fees associated with, 16

defi ned, 266

expenditures. See spending

Experian, obtaining credit reports 

from, 44

• F •
Fair Isaac. See FICO scores

fair market value (FMV), basis of, 45

family

accepting gifts of money from, 162

seeking fi nancial assistance from, 41

Fannie Mae (Federal National Mortgage 

Association)

defi ned, 30, 267

guarantees by, 159

loan purchases of, 72–73

mission of, 72

standards for jumbo conforming 

loans, 74

upper limits for, 112

Web site, 136

Farmers Home Administration (FmHA), 72

Federal Citizen Information Center Web 

site, 136

federal corporate tax returns, 

requirement for applications, 157

Federal Home Loan Mortgage 

Corporation (FHLMC). See Freddie 

Mac (Federal Home Loan Mortgage 

Corporation)

federal income tax returns, requirement 

for applications, 157

Federal National Mortgage Association 

(Fannie Mae). See Fannie Mae 

(Federal National Mortgage 

Association)

federal tax returns, deducting PMI from, 78

Federal Trade Commission (FTC) Web 

site, 136

FHA (Federal Housing Administration), 

36, 71, 266

FHLMC (Federal Home Loan Mortgage 

Corporation). See Freddie Mac 

(Federal Home Loan Mortgage 

Corporation)

FICO scores

calculation of, 52

categories evaluated in, 53–54

differences between bureaus, 53

factors ignored by, 60

high versus low ranges of, 52

impact of foreclosure on, 59

impact on home equity loans, 102

impact of late payments on, 54
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FICO scores (continued)

improving, 56, 58 

improving for amount owed, 56–57

improving for credit in use, 58

improving after foreclosure, 59

improving for length of credit history, 57

improving for payment history, 55

interpreting, 61

managing, 61–62

obtaining, 61

purpose of, 50

raising, 53

range of, 36, 49–50

FICO-score factors

adding up inquiries, 59–60

amounts owed, 55–56

counting inquiries, 59–60

length of credit history, 56–57

new credit, 57

payment history, 54–55

types of credit in use, 58

fi nancial assistance, seeking from family, 41

fi nancial future, impact of homeownership 

on, 19–21

fi nancial goals, establishing, 23–24

fi nancial risk, considering, 82–83

fi nancial situation versus borrowing, 10

fi nancing. See also mortgages

replacing short-term with long-term, 

180–181

restructuring, 176

fi rst mortgage, getting, 185

fi rst-time buyers, programs for, 39. See also 

buyers

fi xed loan, explanation of, 70

fi xed-rate mortgages (FRMs). See also 

adjustible-rate mortgages (ARMs); 

mortgages

assumable, 262

considering, 215–216

features of, 70, 85–86, 267

interview worksheet, 148–150

replacing ARMs with, 182

fi xed-term reverse mortgage, defi ned, 267. 

See also reverse mortgages

fi xer-uppers, problems with, 47

fl ood insurance, defi ned, 267

FmHA (Farmers Home Administration), 72

FMV (fair market value), basis of, 45

FNMA (Federal National Mortgage 

Association). See Fannie Mae (Federal 

National Mortgage Association)

foreclosures, 208

advisory about scams, 209

defi ned, 31, 267

future impact on credit reports, 210–211

getting counseling prior to, 209

getting help with, 208

impact on FICO score, 59

investing in, 211

negotiating with lenders, 210

selling prior to, 182

underwriting guidelines for, 32

Form 1003 sections. See also mortgage 

applications

acknowledgment and agreement, 169

assets and liabilities, 166–167

borrower information, 162–163

continuation sheet, 170

declarations, 168–169

details of transaction, 168

employment information, 163–164

government monitoring info, 170

housing expense projections, 164–166

monthly income, 164–166

mortgage type and loan terms, 160

property information and purpose of 

loan, 160–162

formula, defi ned, 267

401(k) and 403(b) plans, contributing to, 97

Freddie Mac (Federal Home Loan Mortgage 

Corporation)

defi ned, 30, 266

guarantees by, 159

loan purchases of, 72–73

mission of, 72

standards for jumbo conforming loans, 74

upper limits for, 112

Web site, 136

FRMs (fi xed-rate mortgages). See also 

ARMs (adjustable-rate mortgages); 

mortgages

assumable, 262

considering, 215–216
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features of, 70, 85–86, 267

interview worksheet, 148–150

replacing ARMs with, 182

FTC (Federal Trade Commission) Web site, 

136

fully indexed rate, applying to ARMs, 91

• G •
GI Bill of Rights, passage of, 72

Gold Listing, advisory about, 135

government loans, features of, 71–72, 95

government monitoring info, including on 

Form 1003, 170

GPM (graduated-payment mortgage), 

defi ned, 71, 267

gross income

defi ned, 12

verifying, 32

• H •
Health Savings Accounts (HSAs), 

contributing to, 97

HECM (Home Equity Conversion 

Mortgage), 194, 198, 201, 267

HELOC (home equity line of credit). See 

home equity loans

home equity

defi ned, 267

using, 176

home equity conversion, defi ned, 267

home equity loans. See also 100-percent 

HELOC (home equity line of credit)

100-percent, 103–104

advisory about, 102

consolidating debt with, 105

customizing, 101–102

deducting interest on, 14

defi ned, 268

getting, 185

impact on FICO score on, 102

interest rates for, 101

online resource for, 136

versus reverse mortgages, 193

tax consequences of, 103

using, 100–101

home improvements

fi nancing, 18–19

online resource for, 136

Home Keeper, defi ned, 268

home purchase contract, 

requirement for applications, 157

homeowners insurance. See also 

insurance

budgeting for, 16

defi ned, 268

investing in, 15

houses. See also properties; real estate

competing for, 30

in declining markets, 45

overpaying for, 44–45

housing construction, stimulation of, 72

housing expenses

calculating, 12

projecting on Form 1003, 164–166

housing prices, drop in, 45

HSAs (Health Savings Accounts), 

contributing to, 97

HSH Associates

contacting for lenders rates, 123

Web site, 137–138

HUD (Housing and Urban Development), 

135–136, 209–210

hybrid loans, features of, 70, 94, 268

• I •
impound account, defi ned, 14, 70

income

evaluation by underwriters, 32

expanding, 41

gross versus net, 12

index

of ARM, 88

defi ned, 268

Individual Retirement Account (IRAs). See 
also Roth IRAs

contributing to, 97

making withdrawals from, 23, 38

Inman.com, 138

inspections, budgeting for, 17

insuffi cient income, overcoming, 41–42
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insurance. See also mortgage life 

insurance; title insurance

earthquake, 265

fl ood, 267

homeowners, 15–16, 268

investing in, 15

integrity, considering in underwriting, 31–32

interest

defi ned, 229

saving by prepaying mortgages, 222

interest payments, deducting, 14

interest rates

adjusting for ARMs, 91

in amortization table, 230–233

applying 2-percent rule to, 177

of ARMs, 97–98

caps for ARMs, 83, 92

cutting for jumbo loans, 112

defi ned, 268

determining for ARMs, 87–91

drops in, 183

for fi xed-rate mortgages, 85

fl uctuations in, 177

high versus low, 97–98

for home equity loans, 101

including points with, 142

locking, 29, 151

monitoring, 188–189

rise relative to ARMs, 83

versus total annual rates, 199–200

interest-only loans, features of, 96

Internal Revenue Service (IRS), treatment 

of refi  points, 181

Internet. See mortgage Web sites

interview worksheets

ARMs (adjustable-rate mortgages), 

151–155

FRMs (fi xed-rate mortgages), 148–150

investment account statements, 

requirement for applications, 157

investments, in stocks and real estate, 25

investors, aggressive versus conservative, 

225

IRAs (Individual Retirement Accounts). See 
also Roth IRAs

contributing to, 97

making withdrawals from, 23, 38

IRS (Internal Revenue Service), treatment 

of refi  points, 181

IRS Form 4506-T, requirement for 

applications, 158, 159

• J •
job stability, evaluation 

by underwriters, 32

jobs, listing on Form 1003, 163–164

jumbo loans

versus conforming loans, 73–74, 84, 268

cutting down, 112

junior mortgage, defi ned, 68

junk fees, advisory about, 18, 145

• L •
late charge, defi ned, 269

late payments, impact on FICO score, 55. 

See also delinquent accounts

Legal Description, providing on Form 1003, 

160

lenders. See mortgage lenders

liabilities and assets, including on Form 

1003, 166–167

LIBOR (London Interbank Offered Rate 

Index), 89–90, 269

liens

defi ned, 269

parts of, 68

life cap, defi ned, 269

life insurance, whole versus term, 38

lifetime advance, defi ned, 269

Liquid assets, including on Form 1003, 166

living expenses, restricting, 41

loan advance, defi ned, 269

loan applications

“Declarations” section of, 31–32

red fl ags on, 34

loan applications, rejection of, 28

Loan Calculator Web site, 202

loan charges, junk fees, 18

loan components

amortization, 66

interest, 66
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principal, 66

terms, 66

loan origination fees

for ARMs (adjustable-rate mortgages), 154

budgeting for, 16

defi ned, 270–271

including with interest rates, 142–143

for refi nanced mortgages, 179–180

loan terms, including on Form 1003, 

160–162

loans. See also deeds of trust; mortgages

amortizing, 230–233

balloon, 109

being turned down for, 44

bridge, 113–114

calculating monthly payments for, 229

conforming versus jumbo, 73–74

considering amount of, 83

construction, 114–115

conventional, 71, 95

for co-ops, 106–108

determining amounts of, 29

fi xed versus adjustable, 70–71

getting preapproved for, 27–30

government, 71–72, 95

home purchase versus refi s, 181

hybrid, 70

impact on borrowing power, 38

impact on FICO score, 56

jumbo versus conforming loans, 84

versus mortgages and deeds of trust, 70

NIVs (no income verifi cation), 159

obtaining at high rates, 97–98

offered by lenders, 125–126

online resource for, 138–139

prequalifying for, 28–29

qualifying for, 32

qualifying for versus affording, 10, 12–13

risk involved in, 30

seller, 95

lock-in, defi ned, 269

locking interest rates, 151

London Interbank Offered Rate Index 

(LIBOR), 89–90, 269

long-term mortgage, defi ned, 74–75

LTV (loan-to-value) ratio

for bridge loans, 113

in cash-out refi s, 185–186

considering in PMI, 79

evaluation by underwriters, 33–34

lump sum, defi ned, 269

• M •
maintenance costs, managing, 18

margins

adding for ARMs, 90–91

for ARMs (adjustable-rate 

mortgages), 153

defi ned, 269

maturity, defi ned, 269

missed payments. See delinquent 

accounts; late payments

money. See also saving money

accepting from relatives, 162

gaining from equity, 176

pulling out of property, 185

money market statements, requirement 

for applications, 157

monthly income, including on 

Form 1003, 164–166

monthly payments, calculating, 229

monthly spending, evaluating, 10-11

mortgage applications. See also 

Form 1003 sections

completing truthfully, 13

documents required for, 157–159

mortgage brokers

additional costs of, 121–122

commissions charged by, 124–125

confl icts of interest with, 121

considering, 121

defi ned, 270

developing list of, 122–123

with hidden agendas, 217

knowledge of, 124

lenders associated with, 124–125

paying, 121

services offered by, 120

mortgage debt, dealing with, 208
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mortgage insurance. See PMI (private 

mortgage insurance)

mortgage interest, deducting, 14, 25, 223

mortgage lenders

applying with multiple, 155

competitiveness of rates, 126

considering qualifi cation advice from, 

213–214

criteria of, 12

deals offered by, 120

developing list of, 122–123

evaluation of FICO scores by, 60

fees, 144–146

Freddie Mac and Fannie Mae, 30

impressions of, 126

informing about payment problems, 208

loan approval process of, 126

loans offered by, 125

negotiating foreclosures with, 210

ratios, 12–13

mortgage life insurance. See also insurance

avoiding, 219

defi ned, 270

mortgage payments. See also amortization; 

prepayment; remaining balance tables

calculating, 13, 229

falling behind on, 208

making, 12–13, 209

mortgage prepayment

considering extra payments, 222

defi ned, 271

investment style related to, 225

liquidity considerations, 226

nonfi nancial benefi ts, 225–226

penalties for, 224

psychological benefi ts, 225–226

versus refi nancing, 226

retirement savings considerations, 224

saving interest, 222

tax considerations, 223–224

mortgage statements, requirement for 

applications, 157

mortgage type, including on Form 1003, 

160

mortgage Web sites. See also loans; Web 

sites

advantages of, 132, 134

advisories about, 133–135

Bank Rate, 138

Deadlinenews.com, 138

disadvantages of, 132

E-Loan, 138

Fannie Mae, 136

Federal Citizen Information Center, 136

Federal Trade Commission (FTC), 136

Freddie Mac (Federal Home Loan 

Mortgage Corporation), 136

Inman.com, 138

Realtor.com, 138

U.S. Department of Housing and Urban 

Development, 135–136

VA (Veterans Affairs), 136–137

mortgages. See also 80-10-10 fi nancing; 

adjustable–rate mortgages (ARMs); 

deeds of trust; fi xed-rate mortgages 

(FRMs); loans; reverse mortgages

15- versus 30-year, 95–97

bringing into conformity, 84

comparing, 143

considering length of, 82

cosigning, 41

versus deeds of trust and loans, 70

defi ned, 67–68, 270

effect on title, 69

fast-forward, 184

fi nding funds for, 95

fi rst, second, and third, 67–68

fi xed-rate, 85–86

HSH Associates, 137–138

long- and short-term, 74–75

no-fee, 145

nonrecourse, 193, 196, 270

obtaining, 31

primary and secondary markets, 72–73

refi nancing, 38

as security instruments, 68–69

shopping for offl ine, 134
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• N •
negative amortization. See also 

amortization; ARMs (adjustable-rate 

mortgages)

of ARMs (adjustable-rate mortgages), 

92–93, 154

avoiding, 124, 147, 217

defi ned, 71, 270

negative cash fl ow, defi ned, 166

net income, defi ned, 12

Net Rental Income, including 

on Form 1003, 165

NIV (no income verifi cation) loans, 159

no doc loan, defi ned, 32

no-fee mortgages, advisory about, 145

nonrecourse mortgage, defi ned, 

193, 196, 270

no-point loans, advisory about, 142–143

• O •
100-percent HELOC (home equity line of 

credit). See also home equity loans

avoiding, 216

consequences of, 104

online mortgages

advantages of, 132, 134

advisories about, 133–135

Bank Rate, 138

Deadlinenews.com, 138

disadvantages of, 132

E-Loan, 138

Fannie Mae, 136

Federal Citizen Information Center, 136

Federal Trade Commission (FTC), 136

Freddie Mac (Federal Home Loan 

Mortgage Corporation), 136

Inman.com, 138

Realtor.com, 138

U.S. Department of Housing and Urban 

Development, 135–136

VA (Veterans Affairs), 136–137

option ARM, defi ned, 93

Original Cost, including on Form 1003, 161

origination, defi ned, 270

• P •
partnership federal tax returns, 

requirement for applications, 157

partnership K-1s, requirement for 

applications, 158

pay stubs, requirement for applications, 

157

payment history, including in FICO score, 

54–55

payments. See mortgage payments

periodic cap, defi ned, 270

personal property, defi ned, 67

PMI (private mortgage insurance), 39, 

77–79, 271

avoiding with 80-10-10 fi nancing, 110–111

budgeting for, 17

deducting from federal tax, 78

purchasing, 15

points. See also refi  points

for ARMs (adjustable-rate mortgages), 154

budgeting for, 16

defi ned, 270–271

including with interest rates, 142–143

for refi nanced mortgages, 179–180

portfolio lender, defi ned, 30

preapproval

defi ned, 271

versus prequalifi cation, 214–215

process of, 29–30

prepaid loan interest, budgeting for, 17

prepayment, defi ned, 271. See also 

mortgage payments

prepayment penalties

for ARMs (adjustable-rate 

mortgages), 154

avoiding, 146

avoiding loans with, 215

being aware of, 224

costs of, 76–77

defi ned, 271

for fi xed-rate mortgages, 149

prequalifi cation

defi ned, 271

versus preapproval, 214–215

process of, 28–29
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pretax saving, calculating for refi s, 178

price versus value, 27

primary mortgage market, defi ned, 72–73

principal, defi ned, 12, 66, 229, 271

principal residence, defi ned, 194 

private mortgage insurance. See PMI 

(private mortgage insurance)

problem properties. See also properties

cooperative apartments, 47

fi xer-uppers, 47

processing fees, paying, 145

profi t-and-loss statement, requirement for 

applications, 157

promissory note, defi ned, 68, 271

properties. See also houses; problem 

properties; real estate

competing for, 30

real versus personal, 67

selling before foreclosure, 182

property appraisal, evaluation by 

underwriters, 33

property information, including on Form 

1003, 160–162

property inspections

budgeting for, 17

requirement for applications, 157

property taxes

budgeting for, 16–17

defi ned, 272

paying and deducting, 14

proprietary lease, defi ned, 47, 106

public record items, including in FICO 

score, 51, 54–55

Purpose of Loan, providing on 

Form 1003, 161

• R •
rate caps, setting for ARMs, 91–92

rate locks

for ARMs (adjustable-rate mortgages), 155

receiving, 151

rate shopping, defi ned, 60

RCMR (Residential Mortgage Credit 

Report), 50

real estate. See also houses; properties

competing for, 30

investing in, 25

as long-term investment, 45

online resource for, 138

real estate agents, screening referrals 

from, 122–123

real estate loans. See loans

real estate purchases, saving for, 23

real property, defi ned, 272

Realtor.com Web site, 138

receipts for deposits, requirement for 

applications, 157

reconveyance, defi ned, 272

recording fees, budgeting for, 17

redlining, defi ned, 46

refi  mortgages

applying 2-percent rule, 177

for ARM caps, 183–184

cashing out, 184–186

expediting, 186

formula for, 178–179

length of time for, 181

online resource for, 136

points for, 179–180

pretax saving for, 178

versus purchase mortgages, 175, 181

reasons for, 176

restructuring, 180–184

refi  points, treatment by IRS, 181. See also 

points

refi nance, defi ned, 272

refi nance rate, getting for title insurance, 

178

relatives

accepting gifts of money from, 162

seeking fi nancial assistance from, 41

relocation, getting reimbursed for, 38

remaining balance tables, using, 235. See 
also amortization; mortgage payments

rental agreement, requirement for 

applications, 157

Rental Property, including on Form 1003, 165

Residential Mortgage Credit Report 

(RCMR), 50
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retirement income, supplementing, 193

retirement plans

borrowing against, 23

contributing to, 23, 97

withdrawing from IRAs, 38

reverse annuity mortgage, defi ned, 272

reverse mortgages. See also fi xed-term 

reverse mortgage; mortgages

considering, 203, 218–219

defi ned, 191, 272

versus home equity loans, 193

impact on Medicare benefi ts, 200

impact on Social Security benefi ts, 200

insurance premiums for, 198

money owed for, 196–197

monthly servicing fees for, 198

objections to, 192–193

online Loan Calculator for, 202

out-of-pocket expenses for, 197–198

qualifying for, 194

receiving payments from, 195

repaying, 197

repaying money from, 195–196

resources for, 203–204

versus second mortgages, 193

shopping for, 200–202

total annual rates of, 199–200

risk scores, types of, 50

Roth IRAs, making withdrawals from, 23. 

See also IRAs (Individual Retirement 

Accounts)

• S •
saving money. See also money

being realistic about, 11

for down payments, 43

establishing goals for, 23–24

for real estate purchases, 23

schooling, including on Form 1003, 162

scores. See credit scores; FICO scores

second mortgages

amortization of, 109

defi ned, 272

institutional lender, 111–112

obtaining 10-percent for, 110

owner-carry, 111

versus reverse mortgages, 193

secondary mortgage market, defi ned, 

72–73

security instruments

deeds of trust as, 69–70

description of, 68

mortgages as, 68–69

scrutinizing, 68–70

seller fi nancing

benefi t of, 97–98

considering, 127

explanation of, 39

negotiating loan terms, 128

overcoming borrower problems, 128

providing, 128–129

seeking, 43, 95

senior mortgage, defi ned, 68

SEP-IRAs, contributing to, 97

Serviceman’s Readjustment Act, 

passage of, 72

7/23 loan, defi ned, 94

short sale, defi ned, 59, 272

short-term mortgage, defi ned, 74–75

spending, analyzing, 11, 19–21, 208

spending analysis, acting upon, 22

spending data, analyzing, 11

spending habits, impact on 

homeownership, 19–21

spread

adding for ARMs, 90–91

defi ned, 66

SSI (Supplemental Security Income), 

defi ned, 272

stock cooperative, defi ned, 107

stocks

average annual return of, 193

investing in, 25

selling, 40

Stocks & Bonds, including on 

Form 1003, 166
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• T •
tax brackets and rates, 15

tax consequences, considering for home 

equity loans, 103

tax deductible, defi ned, 273

tax savings, estimating, 14–15

tax withholding, reducing, 38

tax write-offs, tracking, 14–15

tax-free gifts, accepting, 37–38

T-bills (treasury bills)

defi ned, 273

as indexes of ARMs, 88

teaser rate, defi ned, 273

tenure advance, defi ned, 273

term, defi ned, 229, 273

300-850 FICO scores, 36

title

effect of deed of trust on, 69

effect of mortgage on, 69

title insurance. See also insurance

budgeting for, 16

defi ned, 273

getting refi nance rate for, 178

title report, requirement for applications, 

157

trade lines, in credit reports, 51

treasury bills (T-bills)

defi ned, 273 

as indexes of ARMs, 88

trust deed, defi ned, 69

2-percent rule

advisory about, 218

applying to interest rates, 177

• U •
underwriting guidelines

cash reserves, 35

debt-to-income ratio, 33

income and job stability, 32

integrity, 31–32

LTV (loan-to-value) ratio, 33–34

property appraisal, 33

technology automation, 35

credit scores, 35–36

Uniform Residential Loan Application. See 

Form 1003 sections

U.S. Department of Housing and Urban 

Development (HUD), 135–136, 209–210

• V
VA (Veterans Affairs)

Department of, 72

Web site, 136–137

VA loan, defi ned, 273

value versus price, 27

• W •
W-2 forms, requirement for applications, 

157

Web sites. See also mortgage Web sites

AARP, 203–204

credit reports, 44

Equifax credit reports, 44

Experian credit reports, 44

Fair Isaac’s myFICO, 61

FHA Mortgage Limits, 71

HSH Associates for lenders rates, 123

HUD (Housing and Urban Development), 

210

Loan Calculator, 202

myFICO, 61

work history, providing on Form 1003, 

163–164

worksheets

ARMs (adjustable-rate mortgages), 

151–155

FRMs (fi xed-rate mortgages), 148–150

online resource for, 136

• Y •
Yrs. School, including on Form 1003, 162
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